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(Filed September 20, 2004) 
 

 
COMMENTS OF THE INDEPENDENT RECLAIMED WATER USERS GROUP  

ON THE PROPOSED DECISION 
 

Pursuant to Rule 14.3 of the Rules of Practice and Procedure of the California Public 

Utilities Commission, the Independent Reclaimed Water Users Group (“IRWUG”)1 hereby 

comments on the Proposed Decision (“PD”) of Administrative Law Judge (“ALJ”) Patrick on the 

motion for Interim Rate Relief of the California-American Water Company (“Cal-Am”) in  

Phase I of this proceeding. 

IRWUG limits its comments to expressing its support for the portion of the PD that 

authorizes the creation of a new tariff that exempts the Del Monte Forest golf courses from 

surcharges for the Coastal Water Project (“CWP Surcharges”).2  IRWUG does propose two 

revisions to the PD in order to more clearly explain and effectively implement that exemption. 

1. The Proposed Decision Approves a Limited Exemption from the CWP Surcharges. 

The PD authorizes Cal-Am to implement its proposed Special Request 1 Surcharge to 

pay the pre-construction development costs for the Coastal Water Project.3  As approved by the 

                                                 
1  IRWUG is an unincorporated association of the Monterey Peninsula Country Club (“Monterey 

Peninsula”), the Cypress Hills Country Club (“Cypress Hills”), and the NCGA Poppy Hills Golf Course 
(“Poppy Hills”).   

2  PD at 27-29, and Ordering Paragraphs 12-14. 
3  PD at Ordering Paragraph 1. 
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PD, this surcharge will be 4% on January 1, 2007, increasing to 7% on July 1, 2007 and 10% on 

January 1, 2008.4  The PD also authorizes Cal-Am to implement its proposed Special Request 2 

Surcharge after the Commission issues a CPCN for the Coastal Water Project or alternative long-

term supply solution.5 

The PD finds that the Del Monte Forest golf courses should be exempted from the CWP 

Surcharges for their golf course irrigation needs because doing so “will advance the important 

public policy of encouraging large water users to replace their use of potable water with 

reclaimed water and further reduce draws of scarce potable water and the accompanying 

negative environmental impacts.”6   

The PD also finds that the requested exemption will prevent an inequitable result, 

because the Del Monte Forest golf courses have already made a substantial contribution to 

enabling Cal-Am to meet the pumping restrictions imposed by SWRCB Order 95-10 and avoid 

penalties Cal-Am would have incurred had it exceeded the restrictions of Order 95-10.7  They 

have done so through their sponsorship of the Monterey Reclamation Project, from which they 

purchase reclaimed water and have replaced 80% of the potable water once used for their 

irrigation needs,8 and through the construction of the Water Reclamation Expansion Project.  

When the Expansion Project goes into service in September, 2007, it will enable the Del Monte 

Forest golf courses to eliminate their use of potable water for irrigation.9  In addition, the PD 

                                                 
4  PD at Ordering Paragraph 1. 
5  PD at Ordering Paragraph 2. 
6  PD at 28 and 34, Conclusion of Law 15. 
7  PD at 30-31, Finding of Fact 3.   
8  Record Transcript (“RT”) at 467-468, IRWUG/Bowhay.  In fact, from October, 2005 through 

July, 2006, the Del Monte Forest golf courses used practically no Cal-Am water for irrigation.  RT at 466, 
IRWUG/Bowhay. 

9  RT at 463, IRWUG/Bowhay. 
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finds that the exemption will not shift costs to other ratepayers.10   

The PD provides that the exemption from CWP Surcharges shall be limited to the 

irrigation needs of the Del Monte Forest golf courses, and that the potable water the golf courses 

purchase from Cal-Am for their domestic needs shall be subject to the CWP Surcharges.11  

Finally, the PD provides that the exemption shall become effective after the Reclamation 

Expansion Project is placed in service.12   

The PD directs Cal-Am to submit a new tariff reflecting the CWP Surcharges exemption 

for Commission review and approval.13  It also directs Cal-Am and IRWUG in their comments 

on the PD to address the applicability of the surcharges to the Del Monte Forest golf courses in 

the event they use Cal-Am potable water for irrigation after the Water Reclamation Expansion 

Project is placed in service.14 

2. IRWUG Recommends Two Modifications To The Proposed Decision. 

With its comments, Cal-Am is submitting a new tariff implementing the CWP Surcharges 

exemption for the Commission’s review and approval in compliance with the PD.  The new tariff 

will apply solely to the Del Monte Forest golf courses, in recognition of the fact that they have 

replaced their use of potable water for irrigation with reclaimed water from the Monterey 

Reclamation Project.  It will exempt the Del Monte Forest golf courses from CWP Surcharges 

only for water used for irrigation.  Potable water the golf courses use for domestic purposes (i.e., 

clubhouse, food, laundry) will not be exempt from the CWP Surcharges.  As submitted by Cal-

Am, the new tariff will take effect when the Water Reclamation Expansion Project goes into 
                                                 

10  PD at 33, Conclusion of Law 14. 
11  PD at 28-29 and Ordering Paragraph 14. 
12  PD at Conclusion of Law 16 and Ordering Paragraph 12. 
13  PD at Ordering Paragraph 12. 
14  PD at 29. 
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service.   

The new tariff also addresses the applicability of CWP Surcharges to the Del Monte 

Forest golf courses should they use potable water for irrigation after the Water Reclamation 

Expansion project is placed in service.  The CWP Surcharges will not apply to the golf courses.  

Instead, the golf courses will pay a 15% penalty for any Cal-Am potable water they use for 

irrigation in excess of 15 acre feet (“AF”) per water year.15   

Under the new tariff, the 15% penalty exceeds the highest level of the Special Request 1 

Surcharge.  Should the golf courses have to rely on Cal-Am potable water for irrigation, the 

penalty ensures that the exemption from CWP Surcharges will not shift costs to other Cal-Am 

ratepayers.  The Commission can evaluate the operation of the new tariff and the penalty level in 

Cal-Am’s next Monterey District general rate case (which Cal-Am will file in January, 2008) to 

determine whether any of its terms should be modified. 

IRWUG believes the PD provides a well-reasoned, legally supportable solution to a 

difficult problem and does so in a manner that furthers the important Commission policy of 

encouraging large water users to replace their use of scarce potable water with reclaimed water. 

The record in this proceeding shows that the limited exemption from CWP Surcharges 

authorized by the PD meets all the criteria the Commission has used in determining that such an 

exemption is justified, namely, the surcharge at issue would be unjust and unreasonable if 

imposed on particular ratepayers, granting the exemption will advance public policy objectives, 

and the utility’s other ratepayers will not be harmed by the limited exemption.16 

                                                 
15  This represents about 1.5% of the average collective annual irrigation water use of the 

Reclamation Project Participants. 
16  See, e.g., Rulemaking Regarding the Implementation of the Suspension of Direct Access,  

D.03-04-030 (exempting small renewable customer self-generation from certain energy rate surcharges in 
recognition of the contributions they make to decreasing load on the state’s electric system and providing 
renewable energy); Pacific Gas and Electric Co., D.05-07-041 (exempting the Bay Area Rapid Transit 
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Notwithstanding its support for the PD, IRWUG suggests that it be revised in two 

respects in order to more clearly explain and more effectively implement the CWP Surcharges 

exemption adopted by the PD. 

First, IRWUG suggests that the PD be revised to clarify that the Del Monte Forest golf 

courses include not only the three golf courses that make up IRWUG, but also the Pebble Beach 

Company.  All four golf course owners are major participants in the Monterey Reclamation 

Project as large purchasers of reclaimed water.  In addition, the Pebble Beach Company provided 

a financial guaranty for the revenue bonds the Monterey Peninsula Water Management District 

(“MPWMD”) issued to finance the construction of the Water Reclamation Project.  Those bonds 

are repaid with revenue from the sale of reclaimed water, most of which is purchased by the four 

Del Monte Forest golf courses.  Finding of Fact 12 should be revised to clarify that the CWP 

Surcharges exemption authorized by the PD will apply to all four golf course owners. 

Second, IRWUG believes the public policies the PD seeks to further will be more 

effectively advanced if the PD were revised to provide for Cal-Am’s new tariff implementing the 

exemption to take effect at the same time the Special Request 1 Surcharge takes effect (expected 

to occur on January 1, 2007), rather than when the Water Reclamation Expansion Project goes 

into service in September, 2007.   

Delaying the implementation of the new tariff until the Water Reclamation Expansion 

Project goes into service will increase the price of all of the reclaimed water the Del Monte 

Forest golf courses purchase from the Monterey Reclamation Project by the amount of the 
                                                                                                                                                             
District and SierraPine, Ltd. from the surcharge approved to repay PG&E’s energy recovery bonds); 
California-American Water Co., D.04-07-035 (exempting the Del Monte Forest golf courses from Cal-
Am conservation rates because (1) the golf courses had already reduced use of potable water through 
replacement with reclaimed water; (2) aim of new rates was to encourage conservation, which golf 
courses had already accomplished; (3) the outcome was reasonable; (4) golf courses were unable to 
reduce potable water further; and (5) significant contribution the golf courses make to Monterey’s 
economy). 
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surcharge.  At the same time, artificially increasing the price under the reclaimed water contracts 

between MPWMD and the Del Monte Forest golf courses will not produce additional revenue to 

Cal-Am for the Coastal Water Project.  Imposition of the Special Request 1 CWP Surcharge on 

the golf courses during the first part of 2007 may produce a small amount of additional revenue 

for Cal-Am, but only if the golf courses are required to turn to Cal-Am for potable water in 

addition to their supplies of reclaimed water during that period. 

If the new tariff takes effect at the same time the Special Request 1 Surcharge takes 

effect, the terms of the new tariff, including the 15% penalty provision, will protect Cal-Am and 

its other ratepayers in the event the golf courses do need to use potable water for irrigation 

between now and the in-service date of the Water Reclamation Expansion Project.  

Implementing the new tariff simultaneously with the Special Request 1 Surcharge will 

also simplify the billing changes Cal-Am will have to make to implement both the new surcharge 

and the new tariff.  Cal-Am will have to alter its billing protocols and arrangements when the 

Special Request 1 Surcharge takes effect on January 1, 2007, again on July 1, 2007, when it 

increases from 4% to 7%, and yet again on January 1, 2008, when it increases to 10%.  

Implementing the new tariff simultaneously with the Special Request 1 Surcharge provides 

administrative efficiencies by avoiding the need for Cal-Am to alter its billing procedures a 

fourth time in 2007 to implement the new tariff. 

IRWUG includes proposed modifications to the PD’s findings of fact, conclusions of law, 

and ordering paragraphs that would implement the two revisions it proposes in the Appendix to 

these comments. 
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3. Conclusion. 

For the reasons stated herein, the Independent Reclaimed Water Users Group respectfully 

requests that the Commission incorporate in the PD the two modifications proposed herein and 

adopt the PD as modified. 

Respectfully submitted, 

By: /s/ Christopher A. Hilen 
Edward W. O’Neill 
Christopher A. Hilen 
DAVIS WRIGHT TREMAINE LLP 
505 Montgomery Street, Suite 800 
San Francisco, California 94111-6533 
Tel. (415) 276-6500 
Fax (415) 276-6599 
Email edwardoneill@dwt.com 
 
Attorneys for Independent Reclaimed Water 
Users Group 

 
Dated: December 4, 2006 
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APPENDIX:  
Proposed Modifications to Findings of Fact,  

Conclusions of Law, and Ordering Paragraphs 

 

Findings of Fact 

12.  IRWUG seeks a limited exemption from the surcharges for golf course irrigation water 

applied by CalAm to Del Monte Forest golf courses, which include the Pebble Beach Company, 

the Monterey Peninsula Country Club, the Cypress Hills Country Club, and the NCGA Poppy 

Hills Golf Course. 

Conclusions of Law 

16.  CalAm should provide proposed tariff sheets for our review and approval reflecting the 

exemption from the Special Request 1 Surcharge and Special Request 2 Surcharge for potable 

water used by Del Monte Forest golf courses for golf course irrigation.  The exemption should 

become effective after the Monterey Reclamation Expalnsion Project is placed in serviceat the 

same time the Special Request 1 Surcharge becomes effective. 

Ordering Paragraphs 

12.  With its comments on the proposed decision, CalAm shall provide a proposed new tariff for 

Commission review, to exempt Del Monte Forest golf courses from the Special Request 1 

Surcharge and Special Request 2 Surcharge for water supplied to Del Monte Forest golf courses 

for irrigation of golf courses.  The tariff shall become effective after the Monterey Reclamation 

Explansion Project is placed in service at the same time the Special Request 1 Surcharge 

becomes effective, and upon approval of the tariff by the Commission. 

13.  After the exemption is effective, if Del Monte Forest golf courses do use CalAm water for 

golf course irrigation, the surcharges shall be applied to they will pay a penalty for such usage 

that reflects their use of such potable water. 
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